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To the Reader of the Revenue Sources FY 85-88 (September 1985) and
Petroleum Production Revenue Forecast (September 1985)

The revenue forecast presented in these publications has been prepared
by economists and research staff of the Department of Revenue in accordance
with the highest professional standards. It has been reviewed and adopted
by myself as the Department's best judgment of revenues to be received by
the State of Alaska over the prescribed forecast period. The Department of
Revenue has historically been and remains solely and exclusively responsible
for the preparation of these quarterly forecasts. The experience of recent
years involving frequent and significant revisions in estimated revenues is
due to the inherent difficulty of predicting the movements in the price of
crude oil--a commodity whose volatility over the last decade cannot be
exaggerated. This volatility combined with the State of Alaska's almost
complete dependence on 011 revenues, which in recent years account for
almost 85 percent of total revenues, can sometimes lead to dramatic and

unavoidable changes in the forecast.
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Revenue Summary

Total General Fund
Unrestri¥cted Revenues (p. 5)

Total General Fund Restricted
Revenues (p. 8)

Total General Fund Revenues
(p. 8)

Alaska Permanent Fund (p. 9)

FY 1985

Prel. Actual

September

3,234,300

337,400

3,571,700

668,000

In Thousands of Current Dollars

FY 1986
Estimate

September

2,861,200

312,500

3,173,700

311,600

FY 1987 FY 1988
Estimate Estimate
September September
2,394,200 2,071,400
321,400 NA
2,715,600 NA
236,000 221,500




General Fund Unrestricted Revenues

Income
Corporate-General
Corporate-Petroleum

Gross Receipts

Alaska Business License(l)

Fish-Canned Salmon
Fish-Shorebased
Fish-Floating

Seafood Marketing
Salmon Enhancement (2)
Insurance Companies(3)

Electric & Telephone Co-ops

Mining License Tax
Severarnce

0il & Gas Production (4)

0il & Gas Conservation
Property

0il & Gas
Sale/Use

Alcoholic Beverages

Fuel Taxes-Aviation (5)

Fuel Taxes-Highway (5)

fuel Taxes-Marine (5)

Tobacco Products (6)
Qther

Estate

Total Taxes

LLicenses & Permits
Business (1)
Non-Bus iness

Total Licenses & Permits

Intergovernmental Receipts
Federal Shared Revenues (8) (9)

State Resource Revenue
Sale/Use

Bonus Sales (8) (10) (11)

Investment Earnings
Rents (8) (10) (11)
Royalties (4) (8)
Sale of State Property

Gravel, Timber, etc. (12)

Facilities Related Charges
Airports

Ferry System-Southeast
Ferry System-Southwest
Other

In Thousands of Current Dollars

FY 1985 FY 1986
Prel. Actual Estimate
September September
36,000 35,000 39
168,600 222,200
39,000 2,000
5,600 5,200
8,300 9,000
4,800 5,000
1,000 1,000
2,600 3,400 3.¢
17,500 18,000
1,900 1,800
300 300
1,388,500 1,165,800
700 700
128,300 123,000
14,000 14,000
8,000 8,000
24,000 22,500
4,300 4,300 4,
2,000 5,700 73
500 600
1,855,900 1,647,500
12,200 /9 12,800 /2.5
1e:ggo/7 16,500 ,7.s”
28,200 29,300
/0
10,500 11,000
7
10,000 /(.9 8,100
248,500 200,000
5,500 8./ 5,500
1,000,10040340&»834,500
7,900°¢, 5 8,000
3,000 2./ 5,000 7. ¢
1,600 1,600
29,500 294 32,000 3/.{
3,800 3,800
4,800 7.9 5,000 7.9

FY 1987
Estimate

September

35,0004%70
242,700

2,000
5,200
9,000
5,000
1,000
3,400 3.7
18,000
1,800
300

888,300
700

126,200

14,000
8,000
22,500
4,400 4 7
7,800

600
1,395,900

15,600 2.3
17,000 ¥ %
32,600

9.5
11,000

-0-
195,000
6,000
671,400
8,500
9,000 .~/

1,700
33,700 £3.%2
4,200 5.9
5,000 ¢ ¥

FY 1988
Estimate
September

35,000 3¢
242,100

2,000/
5,200 /
9,000 v
5,000 ¢
1,000/
3,400 /3.1
18,000 v
1,800 7/
400 v

672,200
700

129,400

14,100 {
8,000V
23,000
4,400
7,800

GOOV/
1,183,100

16,000 72.3
17,000 ,94.3
33,000

g5~
11,000

-0-
150,000
6,000
606,200
9,000
6,0002.4

1,700
35,800 34
4,400 «
5,000 4



Service Related Charges

Cou rt System 4,600 %.3" 4,9005./ 5,200 %-¢ 5,2008.7
Other 4,700572  _ 5,000 5,000 _ ._5,000
Total State Resources
Revenues 1,324,000 1,163,400 944,700 834,300
Miscel lanecus Revenues se.d 15,700 (13) 10,000 10,000 10,000
Total Umrestricted Revenues (14) 3,234,300 2,861,200 2,394,200 2,071,400

(1) The Jarge amounts in FY 85 are the result of litigation in favor of the State on gross receipts taxes
for years prior to 1979. The amounts shown for FY 86, FY 87, and FY 88 do not include any estimate of proceeds
from cases which are still in litigation.

(2) The FY 86 and subsequent estimates reflect the recent approval by the Prince William Sound Aquaculture
Corporation to assess a 2% salmon enhancement tax, effective upon the first opening of the 1985 commercial salmon

season,
{3) The estimate of tax receipts for insurance premiums is subject to a great dea) of uncertainty for all

years of the forecast period. Unprecedented underwriting losses in the industry, rapidly increasing rates and
shortages of coverage in some insurance lines have combined to make the situation extremely volatile. The
outlook for the next several years is one of continued instability. Our view, given this situation, is that the
approximate level of tax collected in FY 85, represents the best estimate possible given the circumstances.

(4) The forecasted numbers for FY 86, FY 87, and FY BB assume the 30 percent case; however, if the mean case
had been utilized for FY 86, FY 87, and FY 88, the production taxes would change to $1,203.6 million, $994.6
million and $768.5 million, respectively. The royalty figures would change to $912.6 million, $754.7 miliion,
and $697.3 million, respectively.

(5) Revenues from the three main categories of fuel tax are shown separately. However, under the provisions
of AS 43.40.010(h), all refunds are made from the highway fuel tax account . If gross collections of highway
fuel taxes remain constant, an increase in refunds for aviation and marine fuels could lower the net revenues
shown for highway fuels. Also, increasing use is being made of tax credits, which can be taken in lieu of
claiming a refund on certain non-taxable use of fuel (15 AAC 40.200).

(6) SLA B5, Ch. 24 raised the general fund portion of the cigarette tax from a rate of 1-1/2 mills ($.0015)
0 5-1/2 mills ($.0055) per cigarette. The Act takes effect October 1, 1985.

(7) 7The Fy 86, FY 8], and FY 88 estimates reflect Ch. 26 and Ch. 37, SLA 1985 which increase the revenue
collected for insurance and occupational licensing fees.

(8) Net Permanent Fund contribution by Ch. 18 SLA 1980.

(9) The FY B6 estimate does not include any revenues shared (50/50 basis) with the federal government from
the NPR-A lease sale held July 20, 1983. Although high bids totaled $16.7 million, leases will not be awarded
until challenges of the sale by the State of Alaska are resolved. The State's share, assuming the case is
resolved, will be equally divided between the General Fund and the Permanent Fund.

(10) Reflects state lease sales of $33.8 million held May 22, 1984 (Sale 43 and 43A-Beaufort Sea), $0.8
million held September 18, 1984 (Sale 41-Bristol Bay), $2.5 million held February 26, 1985 (Sale 46A-Upper Cook
Inlet), and $16.3 million held September 24, 1985 (Sale 45A-North Slope Onshore and Sale 47 - Kuparuk Uplands).
bDue to the timing of collections, some receipts from the May 1984 lease sale are shown as FY 85 revenue. The FY
85 and FY 86 figures represent the General Fund's 50 percent share with the remaining S0 percent deposited in the
rPermanent Fund.

(11)  The Department of Natural Resources projects the following FY 86, FY 87, and FY 88 state lease sales:
FY 86 (Sale 48 - Kuparuk Uplands, Sale 48A - Mikkelsen, Sale 49 - Cook Inlet); FY 87 (Sale 52 - Beaufort Sea,
Sale 52A - Nechelik, Sale 51 - Prudhoe Bay Uplands, Sale 50 - Camden Bay); and FY 88 (Sale 53 - Icy Cape, Sale 46
- Holitna Basin, Sale 54 - Kuparuk Uplands, Sale 55 - Demarcation Point).

(12) Estimates reflect increased construction of roads and drilling pads as projected by the Department of
Natural Resources, however, some of these projects may be delayed or changed due to permit denials or
enviropmental impact statement requests.

(13) The FY 85 estimate refiects the termination of the Alaska Resources Corporation (ARC). Corporate
assets ($6.2 million) were deposited in the General Fund per Ch. 161, SLA 1984, Additional corporate assets
($5.6 million) of ARC were received and recorded under a general ledger account (repayment of loans).

(14) The state, per AS 38.05.180, will be granting incentive credits against royalties, severance taxes, and

rentals to the oil companies for drilling exploratory wells. The anticipated deduction s approximately $15.3
million which has not been subtracted from the aforementioned FY 85 figure of $3,234.3 million and $0.7 miilion
hich has not been subtracted from the aforementioned FY 86 figure of $2,861.2 million. Additional credits are

anticipated in subsequent years.
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Revenue Breakdown

The total General Fund unrestricted revenues for Fiscal Year 1985 preliminary
actuals were $3,234.3 million with Fiscal Years 1986, 1987, and 1988 projected
to be $2,861.2 million, $2,394.2 million, and $2,071.4 million, respectively.

The following table depicts a breakdown of General Fund unrestricted revenues

in terms of petroleum versus non-petroleum revenues based on the September
estimates:

Petroleum vs. Non-Petroleum Revenues

(In Millions of Current Dollars)

Petroleum Revenues

FY 85 FY 86 Fy 87 FY 88

Corporate Petroleum 168.6 222.2 242.17 242.1
Severance Tax 1,389.2 1,166.5 889.0 672.9
Royalties 1,000.1 884.5 671.4 606.2
Property Tax 128.3 123.0 126.2 129.4
Bonus Sale 10.0 8.1 -0- -0-
Rents 3.5 3.5 3.8 3.8
Intergovernmental Recelpts 8.2 8.6 8.6 8.6

2,707.9 2,416.4 1,941.7 1663.0

Non-Petroleum Revenues

FYy 85 FY 86 FY 817 Fy 88
Taxes 169.8 135.8 138.0 138.17
Licenses & Permits 28.2 29.3 32.6 33.0
Intergovernmental Receipts 2.3 2.4 2.4 2.4
State Resources Revenues 310.4 267.3 269.5 224.3
Miscellaneous Revenues 15.17 10.0 10.0 10.0

526.4 444.8 452.5 408.4

Total 3,234.3 2,861.2 2,394.2 2,071.4

-



Petroleum Revenues

Historical Comparison of General Fund
Unrestricted Petroleum Revenues as Percentages
of General Fund Unrestricted Revenues

(in Millions of Current Dollars)

1 ACTUAL
SN ESTIMATE
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1971-1988

Total General Fund

FISCAL YEARS

Total General Fund

*  Preliminary Actual
** Fstimate

Fiscal Year Unrestricted Revenues Unrestricted Petroleum Revenues Percent
1971 220.4 47.0 21
1972 219.2 48.4 22
1973 208.2 50.3 24
1974 254.9 80.2 31
1975 333.4 90.4 27
1976 709.8 391.5 55
19717 874.3 477.6 55
1978 764.9 441.5 58
1979 1,133.0 821.6 73
1980 2,501.2 2,256.5 30
1981 3,718.2 3,304.3 89
1982 4,108.4 3,574.8 87
1983 3,631.0 3,026.6 83
1984 3,390.1 2,861.6 84
1985%* 3,234.3 2,707.9 B4
1986*+* 2,861.2 2,416.4 84
19874+ 2,394.2 1,941.7 81
1988** 2,071.4 1,663.0 80



Restricted Revenues

In Thousands of Current Dollars

Federal Grants-in-Aid

I. Education
II. Social Services
I11. Health
IV. Natural Resources
V. Public Protection
VI. Administration of Justice
VII. Development
VIII. Transportation
IX. General Government

Yotal Federal Grants-in-Aid

Other Grants-in-Aid

I. Education
II. Social Services
II1I. Health
IV. Natural Resources
V. Public Protection
VI. Administration of Justice
VII. Development
VIII. Transportation
IX. General Government

Total Other Grants-in-Aid

Miscel laneous Restricted
Revenue-All Categories

Total Restricted Revenue 1/
Total Unrestricted Revenue

Total General Fund Revenue

FY 1985

Prel. Actual
September

77,100
86,100
11,200
13,500
4,800
100
2,300
110,900

3,500

309,500

1,300
2,900
300
300
1,100
100
4,000
2,600
1,900

14,500

13,400

337,400

3,234,300

3,571,700

FY 1986 FY 1987 FY 1988
Estimate Estimate Estimate
September September September
54,300 55,400 NA
114,400 115,900 NA
6,000 6,000 NA
20,300 23,300 NA
3,700 9,700 NA
600 600 NA
3,700 3,200 NA
73,500 17,000 NA
100 100 NA
282,600 291,200 NA
1,400 1,400 NA
3,100 3,300 NA
100 100 NA
700 500 NA
2,200 2,000 NA
200 200 NA
8,300 8,700 NA
300 900 NA
3,000 3,100 NA
19,900 20,200 NA
10,000 10,000 NA
312,500 321,400 NA
2,861,200 2,394,200 2,071,400
3,173,700 2,715,600 NA

1/ Restricted Revenue figures may not agree with those shown in the

Governor's budget due to categorical differences between the

budget and accounting system.

NA Not Available



Special Funds

In Thousands of Current Dollars

FY 1985 FY 1986 FY 1987 FY 1988
Prel. Actual Estimate Estimate Estimate
September September  September September
Enterpri se Funds
Agriculture Loan Fund 1,300 1,400 1,400 NA
Alternat ive Technology and
Energy Loan Fund 600 600 600 NA
Bulk Fuel Loan Fund -0- -0- -0~ NA
Child Care Facility Loan Fund -0- -0- -0- NA
Commercial Fish Loan Fund 4,300 3,600 4,000 NA
Fisheries Enhancement Loan Fund -0- -0~ ~0- NA
Fisheries Product Loan Fund -0- -0- -0- NA
Historical District Loan Fund -0- -0- -0- NA
International Airport Revenue Fund 45,200 44,000 45,900 NA
Medical Malpractice Loan Fund -0- -0- -0- NA
Mining Loan Fund 1,200 1,100 1,100 NA
Power Project Loan Fund 1,900 1,300 1,300 NA
Residential Energy Conservation
Loan Fund 300 200 200 NA
Scholarship Loan Fund 1,700 2,000 2,500 NA
Small Business Loan Fund 2,800 2,900 2,600 NA
Tourism Loan Fund 300 300 200 NA
wld War II Veterans Loan Fund 600 1,000 900 NA
Total Enterprise Funds 60,200 58,400 60,700 NA
Special Revenue Funds
Alaska Permanent Fund (1) 668,000 311,600 236,000 221,500
Public School Fund 7,100 6,200 4,800 4,400
Revenue Sharing Fund -0- -0- -0- NA
NPR-A Special Revenue Fund 5,400 5,500 5,500 NA
Fish and Game Fund 7,000 7,600 7,900 NA
Marine Coastal Damage Fund -0- -0- -0- NA
School Fund 3,200 3,500 3,700 3,700
Training & Building Fund 1,000 600 600 NA
Total Special Revenue Funds 691,700 335,000 258,500 NA
Total Special Funds 751,900 393,400 319,200 NA

(1) The FY 85 figures includes the final $300 million of the $1.8 billion appropriated
to the Alaska Permanent Fund per Ch. 61 SLA 1981 and Ch. 101 SLA 1982. This obli-

gation has now beenp fully satisfied.



Alaska Permanent Fund

In Thousands of Current Dollars

Permanent Fund Principal

Mineral Inflation Total
FY Revenues Appropriations Proofing Contributions Balance (1)
1977 4,000 -0- -0- 4,000 4,000
1978 50,500 -0- -0- 50,500 54,500
1979 83,900 -0- -0- 83,900 138,400
1980 344,800 (2) -0- -0~ 344,800 483,200
1983 385,100 900,000 -0- 1,285,300 1,768,500
1982 400,500 800,000 ~0- 1,200,500 2,969,000
1983 421,000 400,000 231,200 1,052,200 4,021,200
1984 366,200 300,000 150,900 817,100 4,838,300
1985 368,000 300,000 234,600 902,600 5,470,900
1986 59,200 (3) -0~ -0- 59,200 (3) 5,800,100 (3)

Earnings Distribution

Undistributed
General Dividend Inflation Income Total

FY Fund Account Proofing Account Earnings
1977 -0- -0~ -0- -0- -0-
1978 1,300 -0- -0- -0- 1,300
1979 6,500 -0- -0- -0~ 6,500
1980 11,800 11,800 -0- ~-0- 23,700 f
1981 27,500 27,500 -0- 31,200 86,200 i
1982 71,100 71,100 -0- 174,700 317,000
1983 109,500 (4) 107,900 231,200 22,500 471,100
1984 -0- 175,000 (5) 150,900 203,600 529,500
1985 -0- 217,300 (6) 234,600 205,900 (7) 657,800

(1) Inciudes transfer of net investment gains/losses to principal and citizen contributions.

(2) Includes $114.5 million as 25 percent of bonuses and rentals for the undisputed state portion of the
Beaufort Sea Lease Sale. Litigation over the legality of that sale is still pending.

(3) Represents cumilative principal balance as of August 31, 1985.

(4) Ch. 81, SLA 1982 provided transitional procedures whereby an amount equal to the distributable income for
1983 would be transferred from the uUndistributed Income Account to the General Fund. This would then be the
final General Fund contribution which is not destined for the dividend program.

(5) Ch. 122, SLA 1984 appropriated $163,116,000 from net income to the Dividend Fund for payment of 1984
Permanent Fund dividends ($152,114,000 for 1984 dividend payments; $3,016,000 for FY 85 administrative costs,
and $7,986,000 for UIA contingent liability). In addition, Ch. 44, SLA 1984 appropriated $11,869,000 as a
supplement to 1983 permanent fund dividends.

(6) Ch. 98, SLA 1985 appropriated $217,274,000 from net income to the Dividend Fund for payment of 1985
Permanenst Fund dividends ($210,617,200 for 1985 dividend payments, $3,012,500 for FY 86 administrative costs,
and $3,644,300 for hold harmless costs).

(7) Balance of the Undistributed Income Account, as of June 30, 1985, totaled $763.3 million which also ‘\
included the transition rule adjustment of $87.5 million plus $37.9 million which accrued in FY 82 but was not

received until FY B3.
~10-
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Alaska Permanent Fund

Historical Comparison of
Cumulative Balance
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Alaska Permanent Fund

The Alaska Permanent Fund was established by a constitutional amendment
effective February 21, 1977. The amendment stated that contributions to
the fund must consist of at least 25 percent of mineral lease rentals,
royalties, royalty sale proceeds, Federal mineral revenue sharing pay-
ments and bonuses received by the State. Enacted 1legislation (Ch. 18
SLA 1980) has modified this contribution rate to the Permanent Fund from
25 percent to 50 percent. As a result, any future revenues transferable
from Beaufort Sea production and any future lease sale bonuses will be
subject to the 50 percent rate. During FY 1681, a special appropriation
(Ch. 35 SLA 1980) appropriated $900 million from the General Fund to the
Permanent Fund. Similarly, an additional $1.8 billion was appropriated
(Ch. 61 SLA 1981) for FY 1982 with payments beginning July 1, 1981; how-
ever, this appropriation was legislatively amended (Ch. 101 SLA 1982)
thus permitting deposit of only $800 million in FY 82 and an additional
deposit of $400 million in FY 83. An additional $100 million of this
appropriation was deposited in the Permanent Fund during August, 1983, as
well as, another $100 million each during December, 1983, April, 1984,
October, 1984 and a final $200 million in December, 1984 thus fully
satisfying the $1.8 billion appropriation in 19681.
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.~ MEMORANDUM

TO:

FROM:

State of Alaska

The Honorable Bill Sheffield PATE: October 7, 1985

Governor of Alaska
FILE NO:

TELEPHONE NO: 465-2300

Mary A. Nordale SUBVECT  September 1985 Quarterly
Commissioner of Revenue Revenue Forecast

The Department of Revenue has completed its September 1985 quarterly
unrestricted revenue forecast. The bottom line figures for FY 85, FY 86
and FY 87 are $3,234.3 million, $2,861.2 million, and $2,394.2 million
respectively. The changes for FY 85 (the books have yet to be closed out
for this year) and FY 86, when compared to the June 1985 forecasts are
statistically insignificant and represent declines of $3.3 million and
$11.6 million respectively. The decline for FY 87 (the impending budget
year), however, reflects increasing pessimism on the part of staff and
amounts to $179.3 million.

We have introduced an additional year, FY 88, into the main body of
our report as is traditional during this time of the year and the bottom
line number is $2,071.4 million.

The unrestricted revenue number for FY 85 represents our preliminary
actual whereas the numbers for FY 86, FY 87 and FY 88 reflect the 30%
case. As you know the 30% case essentially means there is a 70% chance
the numbers will be greater and a 30% chance the numbers will be less
than those actually identified in this report. I would like to
emphasize, however, as I have repeatedly done so over the years, that if
there is a chance for error in this forecast it is on the optimistic side
i.e. the downside risks far outweigh any perceived upside potential.

The rationale underlying the declining revenue picture during the
next two to three years for the state of Alaska rests primarily in the
fundamentals of demand and supply for oil and the resultant price for
thgt oil. To quote once again our March 1585 memorandum to you on the
subject:

The seeds of anticipated oil price decline were planted in the
late 1960's and late 1970's when OPEC exerted its influence by
increasing oil prices dramatically, several-fold, in fact.
These actions fostered the growth of alternative fuel sources
including coal, gas, nuclear, and hydro projects, the
exploration and production for new oil fields such as those
found in Prudhoe, the North Sea, and Mexico, and conservation
efforts on the part of both industry and public sectors. The
fascinating but disturbing aspect about this restructuring in
the energy world is that it has not yet run its course and is
not expected to for some time. The end result is declining oil
prices, certainly in real terms for several years to come.

02-001A(Rev. 10/79)






The Honorable Bill Sheffield
Page 2
October 7, 1985

The staff monitors worldwide oil markets daily and the data are not
encouraging. The excess 01l productive capacity worldwide is enormous.
The OPEC countries alone are capable of producing another 15 to 17
million barrels of o0il per day, which the world markets cannot absorb.
The 011 companies faced in some instances with the acquisition of not so
profitable ventures have had to write off these losses. And, of course,
the industry is confronted with declining oil prices. The refining,
service, and exploration sectors on a worldwide basis are still. -
undergoing structural changes, the end result of which is more
competition for the final product. -The strength of the dollar continues
to act as a damper on the purchase of petroleum products in Europe.
Further, if the value of the dollar should drop significantly in the near
future, this will put more pressure on OPEC "to export more and import
‘Tess since the unit of value of o0il is measured in terms of the dollar
and most members of OPEC are experiencing financial difficulty. Finally,
while economic growth is still positive in this country, it is not enough
to offset the decline in oil prices.

There is a possibility, that oil prices could go up, but there is
nothing of fundamental economic significance that suggests they should do
so over the next two or three years. There will be price up ticks to be
sure, which will occur on occasion, but these are due to inventory,
seasonal, and psychological factors and are usually of short duration.
The fundamental price picture we envision, for the next two to three
years, is one of decline certainly in terms of real prices (inflation
adjusted). =~ T S s

I have included a detailed breakdown of this forecast, a short
history of the State's revenue situation, the revenue picture in both
nominal and real (inflation adjusted) dollars, and the primary
.assumptions incorporated in this forecast e S
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FIGURE 1
GENERAL FUND UNRESTRICTED REVENUES

M FY 85 PRELIM. ACTUAL
] JUNE ESTIMATES :
€271 SEPTEMBER ESTIMATES

AMMMMNNNS.
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ANS.

FY 85 FY 86 FY 87 FY 88







Taxes

Income
Corporate-General
Corporate-Petroleum

Gross Receipts
Alaska Business License(1)
Fish-Canned Salmon
Fish-Shorebased
Fish-Floating
Seafood Marketing
Salmon Enhancement (2}
Insurance Companies(3)
Electric & Telephone Co-ops
Mining License Tax

Severance -
0il & Gas Production (4}
0il1 & Gas Conservation

Property
0il & Gas

Sale/Use
Alccholic Beverages
Fuel Taxes-Aviation (5)
Fuel Taxes-Highway (5)
Fuel Taxes-Marine (5)
Tobacco Products (6)

Other ’

Estate
Total Taxes

Licenses & Permits
Business (7)
Non-Business
Total Licenses & Permits

Intergovernmental Receipts
Federal Shared Revenues (8) (9)

State Resource Revenue

Sale/Use

Bonus Sales (8) (10) (11)

Investment Earnings

Rents (8) (10) (11)

Royalties (4) (8)

Sale of State Property

Gravel, Timber, etc. (12)
Facilities Related Charges

Airports

Ferry System-Southeast

Ferry System-Scuthwest

Other

TABLE 1
General Fund Unrestricted Revenues
(Thousands of Current Dollars)

FY 1985 FY 1986 FY 1987 FY 1988

Prel. Actual Estimate Estimate Estimate
September September September September
36,000 35,000 35,000 35,000
168,600 222,200 242,700 242,100
39,000 - 2,000 - 2,000 2,000
5,600 5,200 5,200 5,200
8,300 9,000 9,000 9,000
4,800 . ....5,000 5,000 5,000
1,000 71,000 1,000 1,000
2,600 3,400 - 3,400 3,400
17,500 18,000 18,000 18,000
1,500 1,800 1,800 1,800

300 300 300 400
1,388,500 1,165,800 688,300 672,200
760 700 700 700

. 128,300 o 123,000 . 126,200 129,400
14,000 14,000 14,000 14,100
8,000 8,000 . 8,000 8,000

. 24,000 22,500 22,500 . 23,000
4,300 4,300 - 4,400 - . 4,400
2,000 5,700 7,800 ‘ 7,800
500 600 600 600
1,855,900 - - :1,647,500 -~ "71,395,900 - 1,183,100
12,200 12,800 15,600 16,000
16,000 16,500 17,000 . 17,000
28,200 29,300 32,600 33,000
10,500 11,000 11,000 11,000
10,000 8,100 -0- -0~
248,500 200,000 195,000 150,000
5,500 5,500 6,000 6,000
1,000,100 884,500 671,400 606,200
7,900 8,000 8,500 9,000
3,000 5,000 9,000 6,000
1,600 1,600 1,700 1,700
29,500 32,000 33,700 35,800
3,800 3,800 4,200 4,400

4,800 5,000 5,000 5,000






Service: Related Charges

.Court System 4,600 4,500 5,200 5,200
Other 4,700 5,000 5,000 5,000
Total State Resources -
Revenues 1,324,000 1,163,400 944,700 834,300
.cellaneous Revenues 15,700 (13) 10,000 770,000 30,000
Total Unrestricted Revenues (14) 3,234,300 2,861,200 2,394,200 2,071,400

(1) The large amounts in FY 85 are the result of litigation in favor of the State on gross receipts taxes for
years prior to 1979. The amounts shown for FY 86, FY 87, and FY 88 do not include any estimate of proceeds from
cases which are still in litigation.

(2) The FY 86 and.subsequent estimates reflect the recent approval by the Prince William Sound Aquaculture
Corporation to assess a 2% salmon enhancement tax, effective upon the first opening of the 1985 commercial salmon
season.

(3) The estimate of tax receipts for insurance premiums is subject to a great deal of uncertainty for all years
of the forecast period. Unprecedented underwriting losses in the industry, rapidly increasing rates and shortages of
coverage in some insurance lines have combined to make the situation extremely volatile. The outlook for the next
several years is one of continued instability. Our view, given this situation, is that the appreximate level of tax
collected in FY 85, represents the best estimate possible given the circumstances.

(4) The forecasted numbers for FY 86, FY 87, and FY 88 assume the 30 percent case; however, if the mean case had
been utilized for FY 86, FY 87, and FY 88, the production taxes would change to $1,203.6 million, $994.6 million and
$768.5 million, respectively. The royalty figures would change to §912.6 million, §$754.7 million, and $697.3
million, respectively.

{(5) Revenues from the three main categories of fuel tax are shown separately. However, under the provisions of
AS 43.40.010(h), all refunds are made from the highway fuel tax account . If gross collections of highway fuel taxes
remain constamt, an increase in refunds for aviation and marine fuels cculd Tower the net revenues shown for highway
fuels. Also, increasing use is being made of tax credits, which can be taken in lieu of claiming a refund on certain

~ »~n~taxable use of fuel (15 AAC 40.200).

{6) SLA 85, Ch. 24 raised the general fund portion of the cigarette tax from a rate of 1-1/2 mills ($.0015) to
(2 mills (3.0055) per cigarette. The Act takes effect October 1, 1985.

(7) The FY 86, FY 87, and FY 88 estimates reflect Ch. 26 and Ch. 37, SLA 1985 which increase the revenue
collected for insurance and occupational licensing fees.

(8) MNet Permanent Fund contribution by Ch. 18 SLA 1980.

(9) The FY 86 estimate does not include any revenues shared (50/50 basis) with the federal government from the
NPR-A lease sale held July 20, 1983. Although high bids totaled $16.7 million, leases will not be awarded until
challenges of the sale by the State of Alaska are resolved. The State's share, assuming the case is resolved, will
be equally divided between the General Fund and the Permanent Fund.

(10) Reflects state lease sales of $33.8 million held May 22, 1984 (Sale 43 and 43A-Beaufort Sea), $0.8 million
held September 18, 1584 (Sale 41-Bristol Bay), $2.5 million held February 26, 1985 (Sale 46A-Upper Cook Inlet), and
$16.3 million held September 24, 1985 (Sale 45A-North Slope Onshore and Sale 47 - Kuparuk Uplands). Due to the
timing of collections, some receipts from the May 1984 lease sale are shown as FY 85 revenue. The FY 85 ana FY 86
figures represent the General Fund's 50 percent share with the remaining 50 percent deposited in the Permanent Fund.

(11) The Department of Natural Resources projects the following FY 86, FY 87, and FY 88 state lease sales: FY
86 (Sale 48 - Kuparuk Uplands, Sale 48A - Mikkelsen, Sale 49 - Cook Inlet); FY 87 (Sale 52 - Beaufort Sea, Sale 52A -
Nechelik, Sale 51 - Prudhoe Bay Uplands, Sale 50 - Camden Bay); and FY 88 (Sale 53 - Icy Cape, Sale 46 - Holitna
Basin, Sale 54 - Kuparuk Uplands, Sale 55 - Demarcation Point).

(12} Estimates reflect increased construction of roads and drilling pads as projected by the Department of
Natural Resources, however, some of these projects may be delayed or changed due to permit denials or environmental
impact statement requests,

(13) The FY B85 estimate reflects the termination of the Alaska Resources Corporation (ARC). Corporate assets
($6.2 million) were deposited in the General Fund per Ch. 161, SLA 1984. Additional corporate assets ($5.6 million)
of ARC were received and recorded under a general ledger account {repayment of loans).

(14) The state, per AS 38.05.180, will be granting incentive credits against royalties, severance taxes, and

tals to the oil companies for darilling exploratory wells, The anticipated deduction is approximately $15.3

fon which has not been subtracted from the aforementioned FY 85 figure of $3,234.3 million and $0.7 million which

nas not been subtracted from the aforementioned FY 86 figure of $2,861.2 million. Additional credits are anticipated
in subsequent years.
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FIGURE 2
GENERAL FUND UNRESTRICTED REVENUES

ACTUALS (NOMINAL $>
——=—=— ESTIMATES (NOMINAL $> '
i ACTUALS/ESTIMATES C(REAL $/1982)

n

w

—

[sn)

o I ‘ ! ‘ | i | | i ro ‘ [
73 74 75 76 77 78 79 83 8/ 82 83 84 85 85

FISCAL YEARS

Revenue Actuals

1

87 88

Revenue Estimates

(Nominal $) (Nominal $)

FY 73 208.2 million ' FY 86 2,861.2 million
FY 74 254.9 million FY 87 2,3%94.2 million
FY 75 333.4 million FY 8§ 2,071.4 million
FY 76 709.6 million S . ,
FY 77 874.3 million Revenue Actuals/Estimates
FY 78 764.9 million (Real $/1582)
FY 79 1,133.0 million FY &2 4,1C6.4 million
FY 80 2,501.2 million FY 83 ~ 1+ 3,481.2 million
FY 81 3,718.2 miilion FY 84 3,134.7 million
FY 82 4,108.4 million FY 85 2,878.3 million
FY 83 3,631.0 million
FY 84 3,350.1 million FY &6 2,454.4 million
FY 85* 3,234.3 million FY 87 1,977.2 million

*Preliminary FY 86 1,615.1 million






Table II

Key Assumptions for September 1985
Petroleum Revenue Projects
For FY 1985 - FY 1988

Mean TAPS Mean Rate
Fiscal ($/bb1) Mean ($/bb1) 30% Throughput Inflation
Year Wellhead Value Wellhead Value (MMbbs/day) %
1985 16.96 16.96 1.714 3.50
1986 15.40 15.01 29 1.733 3.18
1987 12.69 11.33 .24 1.759 4.30
1988 12.59 10.97 7.4 4 1.647 4.30

Welghted Average Sales Price for
Alaska North Slope Crude 011 at Los Angeles, Califarnia

Fy 85 $24.92 per barrel
Fy 86 22.59 22.20 per barrel
FY 87 20.05 7 5.49% per barrel
Fy 88 19.94 ;9. 22 per barrel

Weighted Average Sales Price for
Alaska North Slope Crude 031 at Houston, Texas

FY 85 $27.35 per barrel
FY 86 24.61 LY,22 per barrel
Fy 87 22.08 25.72 per barrel
FY 88 21.96 20,24 per barrel

TAPS Tariff

Fy 85 $6.007 per barre]
FY 86 6.007 per barrel
Fy 87 6.007 per barrel

FY 88 6.007 per barre]}












